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STYLE AND FORMAT OF THE
WASHINGTON STATE REGISTER

1. ARRANGEMENT OF THE REGISTER
The Register is arranged in the following nine sections:

(a)
(®)
©
@
©)

®
(8)

(h)
)

PREPROPOSAL-includes the Preproposal Statement of Intent that will be used to solicit public comments on a
general area of proposed rule making before the agency files a formal notice.

EXPEDITED REPEAL-includes the Preproposal Statement of Inquiry that lists rules being repealed using the
expedited repeal process. Expedited repeals are not consistently filed and may not appear in every issue of the
register.

PROPOSED-includes the full text of formal proposals, continuances, supplemental notices, and withdrawals.

EXPEDITED ADOPTION-includes the full text of rules being changed using the expedited adoption process.
Expedited adoptions are not consistently filed and may not appear in every issue of the Register.

PERMANENT-includes the full text of permanently adopted rules.
EMERGENCY-includes the full text of emergency rules and rescissions.

MISCELLANEOUS-includes notice of public meetings of state age;lcies, rules coordinator notifications,
summaries of attorney general opinions, executive orders and emergency declarations of the govemor, rules of the
state Supreme Court, and other miscellaneous documents filed with the code reviser’s office under RCW 34.08.020
and 42.30.075.

TABLE-includes a cumulative table of the WAC sections that are affected in the current year.

INDEX-includes a cumulative index of Register Issues 01 through 24.

Documents are arranged within each section of the Register according to the order in which they are filed in the code re-
viser’s office during the pertinent filing period. Each filing is listed under the agency name and then describes the subject mat-
ter, type of filing and the WSR number. The three part number in the heading distinctively identifies each docurnent, and the
last part of the number indicates the filing sequence with a section’s material.

. 2. PRINTING STYLE—INDICATION OF NEW OR DELETED MATERIAL

RCW 34.05.395 requires the use of certain marks to indicate amendments to existing agency rules. This style quickly and
graphically portrays the current changes to existing rules as follows:

(2)

(b)
©

In amendatory sections—

(i) underlined material is new material;

(ii) deleted material is ((Hned-out-between-double-parentheses));

Complete new sections are prefaced by the heading NEW SECTION;

The repeal of an entire section is shown by listing its WAC section number and caption under the heading
REPEALER.

3. MISCELLANEOUS MATERIAL NOT FILED UNDER THE ADMINISTRATIVE PROCEDURE ACT

Material contained in the Register other than rule-making actions taken under the APA (chapter 34.05 RCW) does not
necessarily conform to the style and format conventions described above. The headings of these other types of material have
been edited for uniformity of style; otherwise the items are shown as nearly as possible in the form submitted to the code revis-
er’s office.

4. EFFECTIVE DATE OF RULES

(@)

(b)
(©)

Permanently adopted agency rules normally take effect thirty-one days after the rules and the agency order adopting
them are filed with the code reviser’s office. This effective date may be delayed or advanced and such an effective
date will be noted in the promulgation statement preceding the text of the rule. ’
Emergency rules take effect upon filing with the code reviser’s office unless a later date is provided by the agency.
They remain effective for a maximum of one hundred twenty days from the date of filing.

Rules of the state Supreme Court generally contain an effective date clause in the order adopting the rules.

5. EDITORIAL CORRECTIONS

Material inserted by the code reviser’s office for purposes of clarification or correction or to show the source or history of
. a document is enclosed in [brackets].



1999 - 2000
DATES FOR REGISTER CLOSING, DISTRIBUTION, AND FIRST AGENCY ACTION

Issue Distribution First Agency Expedited
Number Closing Dates 1 Date Hearing Date3 Adoption4‘
Non-OTSand  Non-OTSand  OTS2or
30p.ormore  11to29p. 10 p. max.
For Non-OTS Count 20 For hearing First Agency
Inclusion in - File no later than 12:00 noon - days from - on or after Adoption Date
99 -20 Sep 8, 1999 Sep 22, 1999 Oct 6, 1999 Oct 20, 1999 Nov 9, 1999 Dec 7, 1999
99 -21 Sep 22, 1999 Oct 6, 1999 Oct 20, 1999 Nov 3, 1999 Nov 23, 1999 Dec 21, 1999
99 -22 Oct 6, 1999 Oct 20, 1999 Nov 3, 1999 Nov 17, 1999 Dec 7, 1999 Jan 4, 2000
99 .23 Oct 20, 1999 Nov 3, 1999 Nov 17, 1999 Dec 1, 1999 Dec 21, 1999 Jan 19, 2000
99 -24 Nov 3, 1999 Nov 17, 1999 Dec 1, 1999 Dec 15, 1999 Jan 4, 2000 Feb 1, 2000
00 -01 Nov 24, 1999 Dec 8, 1999 Dec 22, 1999 Jan 5, 2000 Jan 25, 2000 Feb 23, 2000
00 -02 Dec 8, 1999 Dec 22, 1999 Jan 5, 2000 Jan 19, 2000 Feb 8, 2000 Mar 7, 2000
00 -03 Dec 22, 1999 Jan 5, 2000 Jan 19, 2000 Feb 2, 2000 Feb 22, 2000 Mar 21, 2000
00 -04 Jan 5, 2000 Jan 19, 2000 Feb 2, 2000 Feb 16, 2000 Mar 7, 2000 Apr 4, 2000
00 -05 Jan 19, 2000 Feb 2, 2000 Feb 16, 2000 Mar 1, 2000 Mar 21, 2000 Apr 18, 2000
00 -06 " Feb 2, 2000 Feb 16, 2000 Mar 1, 2000 Mar 15, 2000 Apr 4, 2000 May 2, 2000
00 -07 Feb 23, 2000 Mar 8, 2000 Mar 22, 2000 Apr 5, 2000 Apr 25,2000 - May 23, 2000

1 .
All documents are due at the code reviser's office by 12:00 noon on or before the applicable closing date for inclusion in a particular issue of the Register; see
WAC 1-21-040.

2
A filing of any length will be accepted on the closing dates of this column if it has been prepared and completed by the order typing service (OTS) of the code
reviser’s office; see WAC 1-21-040. Agency-typed material is subject to a ten page limit for these dates; longer agency-typed material is subject to the earlier
3 non-OTS dates.

At least twenty days before the rule-making hearing, the agency shall cause notice of the hearing to be published in the Register; see RCW 34.05.320(1). These
dates represent the twentieth day after the distribution date of the applicable Register.

4
A minimum of forty-five days is required between the distribution date of the Register giving notice of the expedited adoption and the agency adoption date. No

hearing is required, but the public may file written objections. See RCW 34.05.230 and 1.12.040. ‘

STATEMENT OF OWNERSHIP, MANAGEMENT, AND CIRCULATION
(Required by 39 U.S.C. 3685)

The WASHINGTON STATE REGISTER (ISSN 0164-6389), is published twice each month by the Statute Law Committee, Office of the Code Reviser, Legislative
Building, P.O. Box 40552, Olympia, Washingon 98504-0552. The filing date of this report was September 27, 1999. The 1999 annual subscription price is $195 for 24
issues. The general business offices of the publisher are located inthe Legislative Building, Olympia, Washington 98504-0552.

The editor is Kerry S. Radcliff, Code Reviser’s Office, Legislative Building, P.O. Box 40552, Olympia, Washington 98504-0552. There is no managing editor.

The owner is the Statute Law Committee, State of Washington, Legislative Building, P.O. Box 40552, Olympia, Washington 98504-0552.
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The extent and nature of the drculation is as follows:

Average no. copies
each issue during
preceding 12 months

Actual no. copies of
single issue published
neare to filing date

Total no. copies printing 800 800
Paid circulation
Paid outside-county mail subscriptions : 291 299
Paid incounty subscriptions 21 23
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Other classes mailed through the USPS 0 0
Total paid circulation 358 364
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Total free distribution 66 58
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Copies not distributed 376 378
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[ certify that the statements made by me are correct and complete.
Kemry S. Radcliff
Editor



REGULATORY FAIRNESS ACT

The Regulatory Fairness Act, chapter 19.85 RCW, was enacted in 1982 to minimize the impact
of state regulations on small business. Amended in 1994, the act requires a small business
economic impact analysis of proposed rules that impose more than a minor cost on twenty
percent of the businesses in all industries, or ten percent of the businesses in any one industry.
The Regulatory Fairness Act defines industry as businesses within a four digit SIC classification,
and for the purpose of this act, small business is defined by RCW 19.85.020 as "any business
entity, including a sole proprietorship, corporation, partnership, or other legal entity, that is owned
and operated independently from all other businesses, that has the purpose of making a profit,
and that has fifty or fewer employees."

Small Business Economic Impact Statements (SBEIS)

A small business economic impact statement (SBEIS) must be prepared by state agencies when
a proposed rule meets the above criteria. Chapter 19.85 RCW requires the Washington State
Business Assistance Center (BAC) to develop guidelines for agencies to use in determining
whether the impact of a rule is more than minor and to provide technical assistance to agencies
in developing a SBEIS. All permanent rules adopted under the Administrative Procedure Act,
chapter 34.05 RCW, must be reviewed to determine if the requirements of the Regulatory
Fairness Act apply; if an SBEIS is required it must be completed before permanent rules are filed
with the Office of the Code Reviser.

Mitigation

In addition to completing the economic impact analysis for proposed rules, state agencies must
take reasonable, legal, and feasible steps to reduce or mitigate the impact of rules on small
businesses when there is a disproportionate impact on small versus large business. State agencies
are encouraged to reduce the economic impact of rules on small businesses when possible and
when such steps are in keeping with the stated intent of the statute(s) being implemented by
proposed rules. Since 1994, small business economic impact statements must contain a list of
the mitigation steps taken, or reasonable justification for not taking steps to reduce the impact
of rules on small businesses. ‘

When is an SBEIS Required?
When:

~ The proposed rule has more than a minor (as defined by the BAC) economic impact on
businesses in more than twenty percent of all industries or more than ten percent of any one
industry.

When is an SBEIS Not Required?
When:

The rule is proposed only to comply or conform with a federal law or regulation, and the state
has no discretion in how the rule is implemented,;

There is less than minor economic impact on business;

The rule REDUCES costs to business (although an SBEIS may be a useful tool for demonstrating
this reduced impact);

The rule is adopted as an emergency rule, although an SBEIS may be required when an
emergency rule is proposed for adoption as a permanent rule; or

The rule is pure restatement of state statute.



RULE-MAKING PROCESS

(Not including Expedited Repeal)
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WSR 99-20-010
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF
SOCIAL AND HEALTH SERVICES
(Medical Assistance Administration)
(Filed September 24, 1999, 12:13 p.m.]

Subject of Possible Rule Making: WAC 388-513-1380
Institutional—Participation—Client cost of care, this rule
adopts, on a permanent basis, changes in the federal alloca-
tion standards for a community spouse, a dependent family
member, and shelter expenses that became effective April 1,
1999. These standards have been adopted on an emergency
basis under WSR 99-18-040.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 74.04.050, 74.04.057, 74.08.090, 74.09.500,
and Section 1924(g) of the Social Security Act.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The rule needs to be
amended to comply with federal requirements to ensure con-
tinued federal financial participation.

Process for Developing New Rule: The department
invites the interested public to review and provide input on
the draft language of this WAC. Draft material and informa-
tion about how to participate are available by contacting the
DSHS representative identified below.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Kevin Sullivan, Regulatory Improve-
ment Coordinator, Medical Assistance Administration,
Olympia, Washington 98504-5530, phone (360) 586-2089,
fax (360) 753-7315, TTY 1-800-848-5429, e-mail sullikm@
dshs.wa.gov.

September 22, 1999

Marie Myerchin-Redifer, Manager
Rules and Policies Assistance Unit

WSR 99-20-035
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF HEALTH
[Filed September 29, 1999, 11:22 a.m.]

Subject of Possible Rule Making: Chapter 246-130
WAC, Human immunodeficiency virus (HIV) infection
interventions.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 43.70.040 and 43.70.120.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: To promote health and pro-
ductivity, in addition to reducing the risk of people with HIV
infecting their partners, by providing drugs and other inter-
ventions to eligible persons with HIV disease. These rules
guide DOH's HIV early intervention program.

Process for Developing New Rule: We will invite the
affected public to participate in all stages of this rule develop-
ment, including formal presentation to the Early Intervention
Program Steering Committee.

(1]

WSR 99-20-037

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Vincent Collins, HIV Client Services,
P.O. Box 47841, Olympia, WA 98504-7841, (360) 236-3453,
fax 664-2216, e-mail VLC1303 @doh.wa.gov.

September 29, 1999
Eric Slagle

for Mary Selecky
Secretary

WSR 99-20-037
PREPROPOSAL STATEMENT OF INQUIRY
WASHINGTON STATE PATROL
[Filed September 29, 1999, 1:23 p.m.]

Subject of Possible Rule Making: Amendment to chap-
ter 204-38 WAC, Flashing amber lamps.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 46.37.005 and 46.37.280.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: For the safety of rural news-
paper carriers and the motoring public. This amendment will
increase the visibility of vehicles being driven by rural news-
paper carriers, particularly in inclement weather and during
the hours of darkness.

Process for Developing New Rule: Request from some
rural newspaper carriers.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Ms. Carol Morton, Washington State
Patrol, P.O. Box 42635, Olympia, WA 98504, phone (360)
412-8934, fax (360) 493-9090.

September 27, 1999

Annette M. Sandberg
Chief

AMENDATORY SECTION (Amending WSR 94-17-167,
filed 8/24/94, effective 9/24/94)

WAC 204-38-030 Definitions. (1) "Flashing” lamps
shall include those lamps which emit a beam of light which is
broken intermittently and regularly by use of an electronic or
electric switch, a rotating reflector, a rotating lamp, or a
strobe lamp.

(2) "Other construction and maintenance vehicles" shall
mean those vehicles owned or operated by a private company
which is in the process of providing highway construction or
maintenance services or is working in conjunction with any
public utility. :

(3) "Pilot cars” shall mean those vehicles which are used
to provide escort for overlegal size loads upon the roadways
of this state.

(4) "Public utilities vehicles" shall mean those vehicles
used for construction, operations, and maintenance, and
which are owned or operated by a public or private utility,
including, but not limited to, companies providing water,

Preproposal
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WSR 99-20-048

electricity, natural gas, telephone, and television cable ser-
vices, and railroads.

" (5) "Tow trucks" shall mean those vehicle engaged in
removing disabled or abandoned vehicles from the roadway
and which are used primarily for that purpose.

(6) "Animal control vehicles" shall mean those vehicles,
either publicly or privately owned, which are used primarily
for transportation of animals to or from animal shelters,
humane society facilities, or veterinary medicine facilities.

(7) "Hazardous materials response team vehicles" shall
mean those vehicles either publicly or privately owned which
are used for responding to hazardous materials incidents.

(8) "Search and rescue team((s)) vehicles" shall mean
those vehicles either publicly or privately owned which are
used for responding to search and rescue situations.

9) "Rural newspaper carrier vehicles" shall mean those
vehicles driven on rural roads by ‘carriers delivering newspa-

pers on their route.

AMENDATORY SECTION (Amending WSR 92-11-032,
filed 5/15/92, effective 6/15/92)

WAC 204-38-040 Mounting of lamps. One or more
flashing amber lamps may be mounted on public utilities
vehicles, other construction and maintenance vehicles, pilot
cars, tow trucks, animal control vehicles, ((erd)) hazardous
materials response team vehicles, search and rescue team
vehicles, and rural newspaper carrier vehicles. The lamp(s)
shall be mounted and shall be of sufficient intensity so as to
be clearly visible to approaching traffic for at least five hun-
dred feet in normal sunlight.

The provisions of WAC 204-72-030 and 204-72-040
shall be adhered to as they relate to the mounting of warning
lamps. ’

AMENDATORY SECTION (Amending Order 88-02-ESR,
filed 7/18/88)

WAC 204-38-050 Use of lamps. Flashing amber lamps
shall be used on the vehicles described in WAC 204-38-040
only when such vehicles are actually involved in construc-
tion, maintenance, or operations which require that warning
be given to ensure the protection of the motoring public or the
work crew. Warning lamps shall not be illuminated while
traveling to or from the site of operations. For the purposes of
tow truck operations, the site of operations shall be only that
place where vehicles are attached to or detached from the tow
truck. Lamps on pilot cars shall be illuminated only while the
vehicle is actually providing escort service. Lamps on rural
newspaper delivery vehicles shall only be illuminated when
the vehicle is traveling on the delivery route,

Nothing in this chapter shall relieve the operator of any
vehicle from displaying any other light or warning device
required by statute or regulation, and nothing herein shall
permit any vehicle operator to disregard any traffic law. To
be considered approved equipment for use under the provi-
sions of this section, all devices must meet the criteria estab-
lished in RCW 46.37.320. In descending order of preference,
these are:

Preproposal
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(1) Conformance to Federal Motor Vehicle Safety Stan-
dards, or, if none,

(2) Conformance to current standards and specifications
of the Society of Automotive Engineers, or, if none,

(3) Certified for compliance by any recognized organiza-
tion or agency such as, but not limited to, the American
National Standards Institute, the Society of Automotive
Engineers, or the American Association of Motor Vehicle
Administrators.

WSR 99-20-048
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF
SOCIAL AND HEALTH SERVICES
(Medical Assistance Administration)
[Filed September 30, 1999, 2:43 p.m.)

Subject of Possible Rule Making: MAA will be rewrit-
ing the general requirements in chapter 388-87 WAC for peo-
ple who are contracted with the department to provide, and be
reimbursed for, services or equipment to MAA clients. The
rules will be repealed from chapter 388-87 WAC and adopted
into chapter 388-502 WAC to consolidate the rules for pro-
viders. :

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 74.08.090.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The rules need to be rewrit-
ten and clarified to comply with the governor’s executive
order on regulatory improvement. Clarifications and possi-
ble changes include, but may not be limited to, when/how a
provider may bill a client and time limits for submitting a
claim.

Process for Developing New Rule: The department
invites the interested public to review and provide input on
the draft language of this WAC. Draft material and informa-
tion about how to participate are available by contacting the
DSHS representative identified below.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Leslie Saeger, Regulatory Improve-
ment Manager, Medical Assistance Administration, Olym-
pia, Washington 98504-5530, phone (360) 664-2315, fax
(360) 753-7315, TTY 1-800-848-5429, e-mail saegell @
dshs.wa.gov.

September 30, 1999
Marie Myerchin-Redifer, Manager
Rules and Policies Assistance Unit
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WSR 99-20-049
PREPROPOSAL STATEMENT OF INQUIRY
- DEPARTMENT OF
SOCIAL AND HEALTH SERVICES
(Medical Assistance Administration)
[Filed September 30, 1999, 2:44 p.m.}

Subject of Possible Rule Making: Sections of chapter
388-550 WAC, Hospital services.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 74.08.090, 42 U.S.C. 1395x(v).

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: This rewrite is to ensure
MAA’s administrative code reflects current policy and prac-
tice and coordinates with policies of Division of Alcohol and
Substance Abuse and the Mental Health Division of the
department. Also to comply with the Governor’s Executive
Order 97-02.

Other Federal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule: The department
invites the interested public to review and provide input on
the draft language of this WAC. Draft material and informa-
tion about how to participate are available by contacting the
DSHS representative identified below.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Kathy Sayre, Program Assistance and
Support Services, Medical Assistance Administration, Olym-
pia, Washington 98504-5530, phone (360) 586-0355, fax
(360) 753-7315, TTY 1-800-848-5429, e-mail sayrek@dshs.
wa.gov.

' September 30, 1999
Marie Myerchin-Redifer, Manager
Rules and Policies Assistance Unit

WSR 99-20-050
PREPROPOSAL STATEMENT OF INQUIRY
. DEPARTMENT OF
SOCIAL AND HEALTH SERVICES

(Medical Assistance Administration)
{Filed September 30, 1999, 2:44 p.m.]

Subject of Possible Rule Making: Repealing chapter
388-41 WAC, Medical audit dispute resolution; and new
WAC 388-560-1000 Audit dispute resolution process.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 74.08.090 and 43.20B.675.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The department is establish-
ing a new chapter (chapter 388-560 WAC, Medical audit dis-
pute) to consolidate rules regarding the administrative pro-
cess for audit dispute resolution or medical services provid-
ers. WAC 388-41-020 is being repealed to avoid duplication.
The rule is being rewritten to update policy to reflect current
practice, as well as to comply with the Governor’s Executive
Order 97-02.

WSR 99-20-055

Other Federal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: Although no,other agency regulates this specific sub-
ject, the Office of Contracts and Asset Management and the
Office of Administrative Hearings may each have an interest
in these rules. In order to maintain consistency, the depart-
ment will consult with OCAM and OAH as these rules are
developed.

Process for Developing New Rule: The department
invites the interested public to review and provide input on
the draft language of this WAC. Draft material and informa-
tion about how to participate are available by contacting the
DSHS representative identified below.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting L. Mike Freeman, Regulatory Improv-
ment Project, Medical Assistance Administration, Olympia,
Washington 98504-5530, phone (360) 586-0941, fax (360)
753-7315, TTY 1-800-848-5429, e-mail freemlm @dshs.wa.
gov. '

September 30, 1999
Marie Myerchin-Redifer, Manager

Rules and Policies Assistance Unit

WSR 99-20-055
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF HEALTH
[Filed October 1, 1999, 3:58 p.m.]

Subject of Possible Rule Making: Retired active status
for licensed hearing instrument fitter/dispensers, certified
audiologists and certified speech-language pathologists.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 18.130.250 Retired active license status.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: Licensed hearing instrument
fitter/dispensers, certified audiologists and speech-language
pathologists requested a rule on this subject to create a mech-
anism that would allow those credential holders who are
practicing intermittently or in emergency circumstances to
continue providing these services.

Other Federal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: No other agencies regulate this subject.

Process for Developing New Rule: (Collaborative) the
Board of Hearing and Speech will conduct a public meeting
to allow interested persons to participate in the development
of this rule. In addition, interested parties, which include lic-
ensees, certificate holders, Washington Speech and Hearing
Association, Washington State Audiology Society and Wash-
ington Hearing Health Care Professionals, Washington Self
Help for the Hard of Hearing and private citizens will be noti-
fied by mail.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Diane Young, Program Manager,

Preproposal
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Department of Health, P.O. Box 47869, Olympia, WA
98504-7869, phone (360) 236-4916, fax (360) 236-4918.

September 9, 1999

T. Diane Young

Program Manager

WSR 99-20-056
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF HEALTH
[Filed October 1, 1999, 3:59 p.m.]

Subject of Possible Rule Making: Cancer registry.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 43.20.050, 43.70.130, 70.54.270.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The existing rules have four
areas which should be addressed to streamline reporting obli-
gations and provide clarity to the rules. (1) Eliminate in situ
cancer of the cervix from the reportable list, remove tobacco
history and modify method of reporting stage in the data
items list. (2) Amend rule to include specific language to
encourage electronic reporting methods. (3) Address ambi-
guity in the law regarding the reporting obligations of con-
tractors vs. hospitals and clinics. (4) Clarify the rule relating
to the disclose of confidential data for public health vs.
research purposes.

Other Federal and State Agencies that Regulate this Sub-
Ject and the Process Coordinating the Rule with These Agen-
cies: Public Law 102-515 Cancer Registries Amendment
Act, enacted October 24, 1992, and regulated by the National
Program of Cancer Registries of the Center for disease Con-
trol and Prevention. The CDC publishes a list of criteria for
meeting Public Law 102-595. The rules governing the
reporting of cancer are reviewed against those criteria.

Process for Developing New Rule: See paragraph
below.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Valerie Spadt, Department of Health,
WSCR, P.O. Box 47835, Olympia, WA 98584 [98504],
(360) 236-3624, vjs1303@doh.wa.gov.

Proposed changes to the rules will be reviewed by the
Advisory Council to the Washington State Cancer Registry
and a technical work group. Proposed rules changes will then
be reviewed and discussed at public work sessions held
throughout the state.

October 1, 1999
Eric Slagle

for Mary Selecky
Secretary

Preproposal
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WSR 99-20-057
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF HEALTH

(Surgical Technology Program)
[Filed October 1, 1999, 4:00 p.m.]

Subject of Possible Rule Making: HB 1864 was signed
by the governor on May 14, 1999. This bill establishes a new
profession called surgical technologists under the secretary,
Department of Health. This profession will be registered by
the secretary. There is no education, examination or continu-
ing education requirements. Rules need to establish a list of
tasks surgical technologists may perform as well as defini-
tions of various terms that will assist surgical technologists in
understanding their scope of practice.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: Chapter 18.215 RCW and RCW 18.130.050.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The statute is vague as to
what kinds of tasks a surgical technologist may perform.
Rules would outline these tasks and put the surgical technol-
ogist applicant and licensee on notice as to their scope. In the
event that a surgical technologist were to perform tasks
beyond their scope, this would allow the applicant and lic-
ensee some advance notice of practice concerns. Some defi-
nitions of surgical technologist terms should be developed so
that all applicants and licensees are aware of what is meant
when these terms are used. This will provide assistance to the
applicants and licensees in understanding and following the
rules.

Separate rules are being developed to define fees, appli-
cations, renewals and appeal procedures.

Other Federal and State Agencies that Regulate this Sub-
Ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule: The department will
hold several public rule writing workshops to work with stu-
dents, surgical technologists, schools and facilities who
employ surgical technologists. Following the workshops a
public rules hearing will be held to take additional input. All
persons on the interested person mailing list, schools and tar-
geted facilities will be contacted to participate in this open
public process. The dates are set for December 2, 1999, in
Seattle and December 3, 1999, in Spokane.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Kendra Pitzler, Program Manager,
Department of Health, P.O. Box 47864, Olympia, WA
98504, phone (360) 236-4723, fax (360) 236-4738.

October 1, 1999
Eric Slagle

for Mary Selecky
Secretary
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WSR 99-20-067
PREPROPOSAL STATEMENT OF INQUIRY
HOUSING FINANCE COMMISSION
[Filed October 4, 1999, 11:30am]

Subject of Possible Rule Making: WAC 262-01-__
(new sections), providing procedures pursuant to which the
commission will distribute a portion of the state private activ-
ity bond allocation among competing multifamily housing
projects.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 43.180.040(3).

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The proposed rules establish
the commission’s procedures for distributing a portion of the
state’s private activity bond allocation among competing
multifamily housing projects.

Other Federal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule: The commission will
hold a public hearing on January 27, 2000, regarding its pro-
posed rules and will take written comments from persons
interested in the development of rules concerning the distri-
bution of the commission’s private activity bond allocation.
Comments received will be considered by the commission
before the final rules are published pursuant to a formal
notice.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Mr. Paul Edwards, Director of Capital
Projects, Washington State Housing Finance Commission,
1000 Second Avenue, Suite 2700, Seattle, WA 98104-1046.
Written comments must be received by January 26, 1999
[2000]. These comments will be considered by the commis-
sion at its January 27, 2000, meeting. That meeting shall con-
stitute a public hearing on the proposed rules and the com-
mission will take public comment at that time. Thereafter,
the commission shall proceed with rule making.

October 1, 1999
Paul Edwards

_ Director of Capital Projects

WSR 99-20-074
PREPROPOSAL STATEMENT OF INQUIRY
HIGHER EDUCATION
COORDINATING BOARD
[Filed October 4, 1999, 2:01 p.m.]

Subject of Possible Rule Making: Washington scholars
program.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: Chapter 28.80 [28B.80] RCW.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The 1999 legislature revised
student eligibility criteria for the Washington scholars pro-
gram. The revisions permit alternates to assume a scholars

WSR 99-20-075

award if the original recipient fails to maintain continuous
enrollment during the first year of eligibility.

Other Federal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule: Agency study.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Ann McLendon, Program Manager,
Higher Education Coordinating Board, 917 Lakeridge Way,
P.O. Box 43430, Olympia, WA 98504-3430, (360) 753-7843,
fax (360) 704-6243, annm @hecb.wa.gov; or John Klacik,
Associate Director, Higher Education Coordinating Board,
917 Lakeridge Way, P.O. Box 43430, Olympia, WA 98504-
3430, (360) 753-7851, (360) 704-6243, jklacik@hecb.
wa.gov. :

October 4, 1999
-John Klacik

Associate Director

WSR 99-20-075
PREPROPOSAL STATEMENT OF INQUIRY
HIGHER EDUCATION
COORDINATING BOARD
[Filed October 4, 1999, 2:01 p-m.]

Subject of Possible Rule Making: The Washington
promise scholarship program.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: Chapter 28B.80 RCW.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The Washington promise
scholarship program was created by the 1999 legislature.
Rules on this subject will regulate student eligibility, award
disbursements, and institutional participation.

Other Federal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule: Agency study.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting John Klacik, Associate Director,
Higher Education Coordinating Board, 917 Lakeridge Way,
P.O. Box 43430, Olympia, WA 98504-3430, phone (360)
753-7851, fax (360) 704-6251, e-mail johnk @hecb.wa.gov.

October 4, 1999
John Klacik

Associate Director

Preproposal
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WSR 99-20-104
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF COMMUNITY,
TRADE AND ECONQMIC DEVELOPMENT
[Filed October 5, 1999, 3:00 p.m.]

Subject of Possible Rule Making: New sections and
changes to the existing emergency shelter assistance program
(ESAP) WAC 365-120-010 through 365-120-060. The
Washington state homeless families plan directs CTED to be
the principal state department responsible for providing shel-
ter and housing services to homeless families with children.
The plan calls for an increase in ESAP funding and transi-
tional housing programs, including support for operating
costs of transitional housing facilities and rental assistance
for homeless families with children. This WAC would estab-
lish guidelines for these programs.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: Washington State Supreme Court’s December 1997
decision in Washington State Coalition for the Homeless v.
Department of Social and Health Services. The legislature
has passed E2SHB 1493 (chapter 267, Laws of 1999). Chap-
ter 43.63A RCW and RCW 43.63A.650.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The emergency shelter assis-
tance program is being amended to clarify the existing rules,
allow for local flexibility, and aid in the administration of the
program. These amendments will update existing defini-
tions, the funding allocation process, applicant eligibility cri-
teria, and allowable activities. New sections will be added to
provide guidelines for the allocation and use of funds in the
transitional housing program.

Other Federal and State Agencies that Regulate this Sub-
Ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule: CTED has been
working with the Homeless Families Advisory Committee to
draft policies and procedures for the new programs described
in the homeless families with children plan. The advisory
committee is composed of low-income housing providers
across the state. CTED staff met with the advisory commit-
tee on July 28, 29 and September 1, 1999, to create program
guidelines, and has been soliciting additional comments from
this group by telephone and e-mail. The final draft of the
WAC language will be sent to the committee for review and
endorsement. CTED will also mail the proposed WAC to all
interested parties prior to the WAC hearing with an invitation
for comments. Community forums will be held on October
27 and 28, 1999.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Department of Community, Trade and
Economic Development, Attn: Jennifer Turin, Program
Manager, P.O. Box 48300, Olympia, WA 98504-8300, phone
(360) 753-1928, fax (360) 586-5880, e-mail jent@cted.
wa.gov.

October 5, 1999
Jean L. Ameluxen
Director of

Intergovernmental Relations

Preproposal
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WSR 99-20-112
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF LICENSING
[Filed October 6, 1999, 8:43 a.m.]

Subject of Possible Rule Making: Chapter 308-56A
WAC, Certificate of title—Motor vehicles etc, to include but
not limited to WAC 308-56A-610, 308-56A-620, 308-56A-
630, 308-56A-640, 308-56A-650, 308-56A-660, 308-56A -
670, 308-56A-680, and 308-56A-690.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 46.01.110 and 46.12.030.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: Rule making may be
required as a result of this review in accordance with Execu-
tive Order 97-02.

Other Federal and State Agencies that Regulate this Sub-
Ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule:
making.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting by mail Patrick J. Zlateff, Rules Coor-
dinator, Title and Registration Services, Vehicle Services,
Mailstop 48001, P.O. Box 2957, Olympia, WA 98507-2957,
or by phone (360) 902-3718, fax (360) 664-0831, TDD (360)
664-888s.

Negotiated rule

October 6, 1999

Deborah McCurley
Administrator

Title and Registration Services

WSR 99-20-138
PREPROPOSAL STATEMENT OF INQUIRY
WASHINGTON STATE PATROL
[Filed October 6, 1999, 10:12 a.m.]

Subject of Possible Rule Making: License fraud adjudi-
cative proceedings.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 46.16.010, 46.68.240, 46.68.255, 46.68.230,
46.68.220, 82.48.020, 82.49.010, 82.50.400, 82.32.090.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The legislature decriminal-
ized license fraud violations and imposed civil penalties. The
decriminalization requires a process be established to contest
and mitigate penalties incurred. This WAC establishes the
procedures for the civil hearings.

Other Federal and State Agencies that Regulate this Sub-
Ject and the Process Coordinating the Rule with These Agen-
cies: The Department of Revenue was represented on a com-
mittee to write the proposed RCW adopted by the legislature.

Process for Developing New Rule: State patrol formed a
committee comprised of license fraud detective, administra-
tive officers and the attorney general to establish hearing
rules. The procedures are still being reviewed by the state
patrol administrative officers and the attorney general.
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Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting Lieutenant Dave Combs or Lieutenant
Grant Hulteen, P.O. Box 42600, Olympia, WA 98504-2600,
(360) 753-0208 or (360) 753-0223.

October 6, 1999
Annette M. Sandberg
Chief

WSR 99-20-145
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF LICENSING
[Filed October 6, 1999, 11:44 a.m.]

Subject of Possible Rule Making: Establishing the
guidelines for obtaining a practice permit in accordance with
RCW 18.210.090.

" Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 18.43.035 and 2SSB 5821, chapter 263, Laws
of 1999.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The rules are needed to
clearly define the procedure for obtaining a practice permit,
who must have the permit, and when it expires. These rules
will put the on-site wastewater designers on notice that they
must obtain a practice permit and explain how to do that.

Other Federal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: None.

Process for Developing New Rule: Agency study.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication by contacting George A. Twiss, Executive Director,
P.O. Box 9649, Olympia, WA 98507-9649, phone (360) 586-
3661, fax (360) 664-2551.

October 6, 1999
George A. Twiss
Executive Director

WSR 99-20-146
PREPROPOSAL STATEMENT OF INQUIRY
DEPARTMENT OF REVENUE
[Filed October 6, 1999, 11:50 am.]

Subject of Possible Rule Making: WAC 458-20-166
Hotels, motels, boarding houses, rooming houses, resorts,
summer camps, trailer camps, etc.

Statutes Authorizing the Agency to Adopt Rules on this
Subject: RCW 82.32.300.

Reasons Why Rules on this Subject may be Needed and
What They Might Accomplish: The current rule needs
updating to provide information regarding the United States
government’s new credit card program. The rule also needs
to be revised to clarify the conditions under which a lodging
provider is considered to be making a tax exempt lease or
rental of real property, as opposed to a retail sale of lodging.

(71
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Other Eederal and State Agencies that Regulate this Sub-
ject and the Process Coordinating the Rule with These Agen-
cies: None. '

Process for Developing New Rule: Modified negotiated

rule making.

Interested parties can participate in the decision to adopt
the new rule and formulation of the proposed rule before pub-
lication. Written comments may be submitted by mail, fax,
or at the public meeting. Oral comments will be accepted at
the public meeting. A preliminary draft of the proposed
changes is available upon request. Written comments on
and/or requests for copies of the rule may be directed to Alan
R. Lynn, Legislation and Policy, P.O. Box 47467, Olympia,
WA 98504-7467, phone (360) 586-9040, fax (360) 664-
0693, e-mail alanr @dor.wa.gov.

Location and Date of Public Meeting: Evergreen Plaza
Building, 2nd Floor Conference Room, 711 Capitol Way,
Olympia, WA, on November 10, 1999, at 10:00 a.m.

Assistance for Persons with Disabilities: Contact Ginny
Dale no later than ten days before the hearing date TDD 1-
800-451-7985 or (360) 586-0721.

October 6, 1999

Russell W. Brubaker

Assistant Director

Legislation and Policy Division

Preproposal

PREPROPOSAL
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WSR 99-20-099
EXPEDITED REPEAL
' DEPARTMENT OF
SOCIAL AND HEALTH SERVICES
(Management Services Administration)
[Filed October 5, 1999, 1:06 p.m.]

The Following Sections are Proposed for Expedited
Repeal: WAC 388-07-005 Acronyms.

Rules Proposed for Expedited Repeal Meet the Follow-
ing Criteria: Rule is no longer necessary because of changed
circumstances.

Any person who objects to the repeal of the rule must file
a written objection to the repeal within thirty days after pub-
lication of this preproposal statement of inquiry.

Address Your Objection to: Paige Wall, DSHS Rules
Coordinator, P.O. Box 45850, Olympia, WA 98504-5250, e-
mail wallpg @dshs.wa.gov, fax (360) 664-6185.

Reason the Expedited Repeal of the Rule is Appropriate:
This rule should be repealed because it is outdated, duplica-
tive and redundant. Any acronyms that are relevant to DSHS
programs are contained in the program rules.

September 24, 1999
Marie Myerchin-Redifer, Manager
Rules and Policies Assistance Unit
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REPEALER

The following section of the Washington Administrative

. Code is repealed:

WAC 388-07-005 Acronyms.

[1] Expedited Repeal
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WSR 99-19-024
PROPOSED RULES
. DEPARTMENT OF
SOCIAL AND HEALTH SERVICES
(Aging and Adult Services Administration)
[Filed September 7, 1999, 3:38 p.m.]

Original Notice.

Exempt from preproposal statement of inquiry under
RCW 34.05.310(4).

Title of Rule:

WAC
NUMBER SECTION TITLE

388-96-010 | Definitions.

388-96-202 | Scope of audit or department audit.

388-96-218 | Proposed, preliminary, and final settle-
ments.

388-96-384 | Liquidation or transfer of resident personal
funds.

388-96-559 | Cost basis of land and depreciation base.

388-96-565 | Lives.

388.96-572 | Handling of gains and losses upon retire-
ment of depreciable assets—Other periods.

388-96-585 | Unallowable costs.

388-96-708 | Reinstatement of beds previously removed
from service under chapter 70.38 RCW—
Effect on prospective payment rate.

388-96-709 | Prospective rate revisions—Reduction in
licensed beds.

388-96-710 | Prospective payment for new contractors.

388.96-714 | Nursing facility Medicaid rate alloca-
tions—Economic trends and conditions
_| adjustment factors.

388-96-718 | Public process for determination of rates.

388-96-723 | How often will the department compare the
state-wide weighted average payment rate
for the capital and noncapital portions of
the rate for all nursing facilities with the
state-wide weighted average payment rate
for the capital and noncapital portions of
the rate identified in the Biennial Appropri-
ations Act?

388.96-724 | How much advance notice will a nursing
facility receive of a rate reduction?

388-96-725 | After a RCW 74.46.421 rate reduction,
when will a nursing facility's rates return to

their previous level?

388-96-726

If a nursing facility's capital and/or noncap-
ital component rates are below the state-
wide weighted average payment rate for
the capital and/or noncapital portion(s) of
the rate identified in the Biennial Appropri-
ations Act, will the department reduce the
facility's capital and/or noncapital compo-
nent rates when it reduces rates under RCW
74.46.4217

388-96-730

How will the department reduce a nursing
facility's capital and/or noncapital por-
tion(s) of its rate so that the state-wide
weighted average payment rate for the cap-
ital and/or noncapital portions of the rate is
equal to or less than the state-wide
weighted average for the capital and/or
noncapital portion(s) of the rate identified
in the Biennial Appropriations Act?

388-96-731

When will the department reduce all nurs-
ing facilities capital and/or noncapital por-
tion(s) of their rates?

388-96-748

Financing allowance component rate allo-
cation.

388-96-766

Notification of rates—References to rates.

388-96-767

Appraisal values.

388-96-771

Receivership.

388-96-776

Add-ons to the payment rate—Capital
improvements.

Purpose:

388-96-010

Adds definitions for "anticipated resident
days" and "anticipated resident occu-
pancy.” These terms are used in E2SHB
1484, chapter 353, Laws of 1999 Medicaid
payment—Nursing facility. Also, defines
"nursing facility occupancy percentage,”
"total rate allocation” and "component rate
allocation,” which are terms used in chap-
ter 388-96 WAC.

388-96-202

Clarifies that department will audit all resi-
dent trust funds.

388-96-218

States how the department will settle calen-
dar year 1998 per directive of RCW
74.46.165.

388-96-384

Changes from forty-five days to thirty days
the time allowed for a contractor to transfer
personal funds of a deceased resident and
final accounting to appropriate jurisdiction
or DSHS/Office of Financial Recovery.

388-96-559

Removes return on investment (ROI) and
substitutes financing allowance.

Proposed

PROPOSED
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388-96-565

Requires new buildings receiving certifi-
cate of need (CON) approval or exemp-
tions after July 1, 1999 must be depreciated
over forty years. Also, for new or replace-
ment buildings or for major renovations
receiving CON approval or exemption on
or after July 1, 1999, the department will
depreciate fixed equipment the same num-
ber of years as the life of the building to
which itis affixed. In addition, section was
revised for clarity.

388-96-572

Removes incorrect reference.

388-96-585

Adds that allowable bad debts will be
accounted for in the final settlement pro-
cess only.

388-96-708

Removes the requirement that to receive an
increased rate, the contractor must notify
the department thirty days in advance of
reinstating banked beds. Clarifies that the
post unbanking number of licensed beds
must be used in all rate setting.

388-96-709

Uses new definitions in describing how a
nursing facility’s rate will be changed when
it banks beds. Clarifies that the post bank-
ing number of licensed beds must be used
in all rate setting.

388-96-710

Removes ROI and replaces with financing
allowance and variable return. '

388-96-714

New section to implement ESSB 5967,
chapter 376, Laws of 1999 requiring two
economic trends and conditions adjustment
factors.

388-96-718

In the public process for determination of
rate changes the time allowed for public
comment from thirty days to fourteen.

388-96-723,
724,725,726
and 731

These sections are revised to identify the
Medicaid payment rate as consisting of two
parts: Capital and noncapital.

388-96-730

States how the department will reduce a
nursing facility’s capital and/or noncapital
portion(s) of its rate so that the state-wide
weighted average payment rate for the cap-
ital and/or noncapital portions of the rate is
equal to or less than the state-wide
weighted average for the capital and/or
noncapital portion(s) of the rate identified
in the Biennial Appropriations Act.

388-96-748

New section on determining the financing
allowance component rate allocation.

Proposed

f21

388-96-766 | Adjustments and updates made after the
calendar year in which the adjustments and
updates were effective will be accounted

for in the final settlement process.
Changes to these sections reflect the elimi-
nation of ROI and the introduction of the
two rate components financing allowance
and variable return.

388-96-767,
771 and 776

Statutory Authority for Adoption: RCW 74.46.165,
74.46.431 as amended by E2SHB 1484, chapter 353, Laws of
1999, ESSB 5967, chapter 376, Laws of 1999 and RCW
74.46.800.

Statute Being Implemented: RCW  74.46.165,
[74.46.]020, [74.46.1360, [74.46.]421, [74.46.]431 and ESSB
5967, section 3, chapter 376, Laws of 1999 Sec. 3 1999 ¢
amending (ESSB 5180) s 207 (uncodified).

Summary: The following new WAC sections will
implement the changes required by E2SHB 1484, chapter
353, Laws of 1999: WAC 388-96-714 implements two eco-
nomic trends and conditions adjustment factors; WAC 388-
96-748 implements the determination of financing allowance
component rate allocation; and WAC 388-96-730 imple-
ments the department’s methodology (required by RCW
74.46.421 a new section from chapter 322, Laws of 1998) for
reducing a nursing facility’s capital and/or noncapital por-
tion(s) of its rate so that the state-wide weighted average pay-
ment rate for the capital and/or noncapital portion(s) of the
rate is equal to or less than the state-wide weighted average
for the capital and/or noncapital portion(s) of the rate identi-
fied in the Biennial Appropriations Act (split of total rate
allocation between capital and noncapital in the process
required by amendment to RCW 74.46.421, E2SHB 1484,
chapter 353, Laws of 1999).

The following existing sections were revised to imple-
ment EZSHB 1484, chapter 353, Laws of 1999: WAC 388-
96-559, 388-96-710, 388-96-767, 388-96-771, and 388-96-
776 are revised to remove references to return on investment
and incorporate financing allowance and variable return com-
ponent rate allocations; WAC 388-96-565 is revised for clar-
ity and to include new requirement that new buildings after
July 1, 1999 must be depreciated over forty years and fixed
equipment is depreciated over the life of the building to
which it is affixed; and WAC 388-96-723, 388-96-724, 388-
96-726 and 388-96-731 are revised to identify the Medicaid
payment rate as consisting of two parts: Capital and noncap-
ital.

Unless otherwise specified the following existing
WAC sections were revised under the department’s rule-
making authority of RCW 74.46.800: WAC 388-96-202
clarifies all resident trust fund audits are subject to audit;
WAC 388-96-218 is to implement RCW 74.46.165(7), sec-
tion 10, chapter 322, Laws of 1998; WAC 388-96-384
although RCW 74.46.711 allows forty-five days for transfer
of a deceased resident’s funds, WAC 388-97-070 (6)(e) fol-
lows the federal requirement of thirty days. Both RCW
74.46.700 and 74.46.840 require WAC 388-96-384 to state
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thirty days; WAC 388-96-572 removes incorrect reference;
WAC 388-96-585 adds that allowable bad debts will be
accounted for in the final settlement process only; WAC 388-
96-708 removes the requirement that to receive an increased
rate, the contractor must notify the department thirty days in
advance of reinstating banked beds; WAC 388-96-709 uses
new definitions in describing how a NF’s rate will be changed
when it banks beds. New subsections in WAC 388-96-708
and 388-96-709 clarify that the post unbanking or banking
number of licensed beds must be used in all future minimum
occupancy tests; WAC 388-96-718 in the public process for
determination of rate changes the time allowed for public
comment is reduced from thirty days to fourteen; and WAC
388-96-766 adjustments and updates made after the calendar
year in which the adjustments and updates were effective will
be accounted for in the final settlement process.

Reasons Supporting Proposal: See Summary above.

Name of Agency Personnel Responsible for Drafting,

Implementation and Enforcement: Patricia Hague, 600.

Woodland Square Loop S.E., Lacey, WA 98503, (360) 753-
0631.

Name of Proponent: Department of Social and Health
Services, governmental.

Rule is not necessitated by federal law, federal or state
court decision.

Explanation of Rule, its Purpose, and Anticipated
Effects: See Purpose above.

Proposal Changes the Following Existing Rules: The
following existing sections were revised to implement
E2SHB 1484, chapter 353, Laws of 1999: WAC 388-96-
559, 388-96-710, 388-96-767, 388-96-771, and 388-96-776
are revised to remove references to ROI and incorporate FA
and VR component rate allocations; WAC 388-96-565 is
revised for clarity and to include new requirement that new
buildings after July 1, 1999 must be depreciated over forty
years and fixed equipment is depreciated over the life of the
building to which it is affixed; and WAC 388-96-723, 388-
96-724, 388-96-726, and 388-96-731 are revised to identify
the Medicaid payment rate as consisting of two parts: Capital
and noncapital.

Unless otherwise specified the following existing
WAC sections were revised under the department’s rule-
making authority of RCW 74.46.800: WAC 388-96-202
clarifies all resident trust fund audits are subject to audit;
WAC 388-96-218 is to implement RCW 74.46.165(7)
amended by section 10, chapter 322, Laws of 1998; WAC
388-96-384 although RCW 74.46.711 allows forty-five days
for transfer a [of] deceased resident funds, the federal
requirement is thirty days. Both RCW 74.46.700 and
74.46.840 require the change to thirty days; WAC 388-96-
572 removes incorrect reference; WAC 388-96-585 adds that
allowable bad debts will be accounted for in the final settle-
ment process only. Makes lobbying expenses unallowable
costs; WAC 388-96-708 removes the requirement that to
receive an increased rate, the contractor must notify the
department thirty days in advance of reinstating banked beds;
WAC 388-96-709 uses new definitions in describing how a
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NF’s rate will be changed when it banks beds. New subsec-
tions in WAC 388-96-708 and 388-96-709 clarify that the
post unbanking or banking number of licensed beds must be
used in all rate setting; WAC 388-96-718 in the public pro-
cess for determination of rates changes the time allowed for
public comment from thirty days to fourteen; and WAC 388-
96-766 adjustments and updates made after the calendar year
in which the adjustments and updates were effective will be
accounted for in the final settlement process.

No small business economic impact statement has been
prepared under chapter 19.85 RCW. Under RCW
18.85.020(1) a small business is defined as one with fewer
that fifty employees and whose purpose is to make profit.
The revisions to chapter 388-96 WAC only impact busi-
nesses with fifty or more employees and approximately one
third the businesses are nonprofit. Also the proposed new
sections and revisions to chapter 388-96 WAC are exempt
from a small business economic impact statement under
RCW 19.85.025(2) and 34.05.310 (4)(d) rules that only cor-
rect typographical errors make address or name changes, or
clarify language of a rule without changing its effect; (e) rules
the content of which is explicitly and specifically dictated by
statute; and (f) rules that set or adjust fees or rates pursuant to
legislative standards. -

RCW 34.05.328 applies to this rule adoption. Under
RCW 34.05.328 (5)(b)(vi), rules that set or adjust fees or
rates pursuant to legislative standards are exempt from RCW
34.05.328. Amendments to and new sections for chapter
388-96 WAC are to implement new sections and amend-
ments to chapter 74.46 RCW made by E2SHB 1484, chapter
353, Laws of 1999 and ESSB 5967, chapter 376, Laws of
1999. RCW 74.46.010 reads as follows: This chapter may be
known and cited as the "nursing facility Medicaid payment
system.” The purposes of this chapter are to specify the man-
ner by which legislative appropriations for Medicaid nursing
facility services are to be allocated as payment rates among
nursing facilities, and to set forth auditing billing, and other
administrative standards associated with payments to nursing
home facilities.

Hearing Location: Lacey Government Center (behind
Tokyo Bento Restaurant), 1009 College Street S.E., Room
104-B, Lacey, WA 98503, on November 9, 1999, at 10:00

a.m.

Assistance for Persons with Disabilities: Contact Paige
Wall by October 29, 1999, phone (360) 664-6094, TTY (360)
664-6178, e-mail wallpg @dshs.wa.gov.

Submit Written Comments to: Identify WAC Numbers,
Paige Wall, Rules Coordinator, Rules and Policies Assistance
Unit, P.O. Box 45850, Olympia, WA 98504-5850, fax (360)
664-6185, by November 9, 1999.

Date of Intended Adoption: November 30, 1999.
September 1, 1999
Marie Myerchin-Redifer, Manager
Rules and Policies Assistance Unit
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AMENDATORY SECTION (Amending WSR 98-20-023,
filed 8/14/97 [9/25/98], effective 9/14/97 [10/1/98])

WAC 388-96-010 Definitions. Unless the context indi-
cates otherwise, the following definitions apply in this chap-
ter.

"Accounting" means activities providing information,
usually quantitative and often expressed in monetary units,
for:

(1) Decision-making;

(2) Planning;

(3) Evaluating performance;

(4) Controlling resources and operations; and

(5) External financial reporting to investors, creditors,
regulatory authorities, and the public.

"Administration and management'" means activities
used to maintain, control, and evaluate the efforts and
resources of an organization for the accomplishment of the
objectives and policies of that organization.

"Allowable costs'((—)) means documented costs that
are necessary, ordinary, and related to the care of Medicaid
recipients, and are not expressly declared nonallowable by
this chapter or chapter 74.46 RCW. Costs are ordinary if they
are of the nature and magnitude that prudent and cost con-
scious management would pay.

"Allowable depreciation costs" means depreciation
costs of tangible assets, whether owned or leased by the con-
tractor, meeting the criteria specified in RCW 74.46.330.

"Anticipated resident or patient days' are calculated
by multiplying the nursing facility’s number of licensed beds

((at-the-nursingfaeility)) on the effective date of the recalcu-
lated Medicaid payment rate allocation by the number of cal-
endar days in the cost report period ((

used-to-set-the-property
rate-and-multiplying))_on which the department based the
Medicaid payment rate allocation that it is recalculating.

Then, the product is multiplied by the greater of either the
nursing facility’s ((expeeted)) occupancy((-whieh-rrust-be

at)) percentage for the cost report period on which the depart-
ment based the Medicaid payment rate that it is recalculating

or eighty-five percent ((er-above)).

" ” is

ZAnticipated resident occupancy percentage" is
determined by multiplying the number of calendar days in the
nursing facility’s cost report period on which the department
based the Medicaid payment rate that it is recalculating by the
number of licensed beds on the effective date of the recalcu-
lated Medicaid payment rate allocation. Then, the nursing
facility’s anticipated resident days are divided by the product.
In_all determinations that require an anticipated resident
occupancy percentage, the department will use the greater of

either the nursing facility’s anticipated resident occupancy
percentage or eighty-five percent.

""Assignment of contract' means:

(1) A new nursing facility licensee has elected to care for
Medicaid residents;

(2) The department finds no good cause to object to con-
tinuing the Medicaid contract at the facility; and

(3) The new licensee accepts assignment of the immedi-
ately preceding contractor’s contract at the facility.
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"Capitalized lease” means a lease required to be
recorded as an asset ahd associated liability in accordance
with generally accepted accounting principles.

"Cash method of accounting" means a method of
accounting in which revenues are recorded when cash is
received, and expenditures for expense and asset items are
not recorded until cash is disbursed for those expenditures
and assets.

"Change of ownership" means a substitution of the
individual operator or operating entity contracting with the
department to deliver care services to medical care recipients
in a nursing facility and ultimately responsible for the daily
operational decisions of the nursing facility.

(1) Events which constitute a change of ownership
include, but are not limited to, the following:

(a) Changing the form of legal organization of the con-
tractor, e.g., a sole proprietor forms a partnership or corpora-
tion;

(b) Transferring ownership of the nursing facility busi-
ness enterprise to another party, regardless of whether owner-
ship of some or all of the real property and/or personal prop-
erty assets of the facility are also transferred;

(c) Dissolving of a partnership;

(d) Dissolving the corporation, merging the corporation
with another corporation, which is the survivor, or consoli-
dating with one or more other corporations to form a new cor-
poration;

() Transferring, whether by a single transaction or mul-
tiple transactions within any continuous twenty-four-month
period, fifty percent or more of the stock to one or more:

(1) New or former stockholders; or

(i) Present stockholders each having held less than five
percent of the stock before the initial transaction; or

(f) Substituting of the individual operator or the operat-
ing entity by any other event or combination of events that
results in a substitution or substitution of control of the indi-
vidual operator or the operating entity contracting with the
department to deliver care services.

(2) Ownership does not change when the following,
without more, occurs:

(a) A party contracts with the contractor to manage the
nursing facility enterprise as the contractor’s agent, i.e., sub-
Ject to the contractor’s general approval of daily operating
and management decisions; or

(b) The real property or personal property assets of the
nursing facility change ownership or are leased, or a lease of
them is terminated, without a substitution of individual oper-
ator or operating entity and without a substitution of control
of the operating entity contracting with the department to
deliver care services.

"Charity allowance" means a reduction in charges
made by the contractor because of the indigence or medical
indigence of a patient.

"Component rate allocation(s)"' means the initial com-
ponent rate allocation(s) of the rebased rate for a rebase
period effective July 1. If a month and a day, other than July
1, with a year precedes "component rate allocation(s)," it
means the initial component rate allocation(s) of the rebased
rate of the rebase period has been amended or updated effec-
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tive the date that precedes it, e.g., October 1, 1999 direct care
component rate allocation.

"Contract” means an agreement between the depart-
ment and a contractor for the delivery of nursing facility ser-
vices to medical care recipients.

"Cost report’ means all schedules of a nursing facility’s
cost report submitted according to the department’s instruc-
tions. |

"Courtesy allowances" means reductions in charges in
the form of an allowance to physicians, clergy, and others, for
services received from the contractor. Employee fringe bene-
fits are not considered courtesy allowances.

"Donated asset’ means an asset the contractor acquired
without making any payment for the asset either in cash,
property, or services. An asset is not a donated asset if the
contractor:

(1) Made even a nominal payment in acquiring the asset;

or

(2) Used donated funds to purchase the asset.

"Equity capital" means total tangible and other assets
which are necessary, ordinary, and related to patient care
from the most recent provider cost report minus related total
long-term debt from the most recent provider cost report plus
working capital as defined in this section.

"Fiscal year" means the operating or business year ofa

contractor. All contractors report on the basis of a twelve-
month fiscal year, but provision is made in this chapter for
reports covering abbreviated fiscal periods. As determined by
context or otherwise, "'fiscal year" may also refer to a state
fiscal year extending from July 1 through June 30 of the fol-
lowing year and comprising the first or second half of a state
fiscal biennium.

"Gain on sale" means the actual total sales price of all
tangible and intangible nursing facility assets including, but
not limited to, land, building, equipment, supplies, goodwill,
and beds authorized by certificate of need, minus the net
book value of such assets immediately prior to the time of
sale.

"Intangible asset" is an asset that lacks physical sub-
stance but possesses economic value.

"Interest” means the cost incurred for the use of bor-
rowed funds, generally paid at fixed intervals by the user.

"Multiservice facility" means a facility at which two or
more types of health or related care are delivered, e.g., a hos-
pital and nursing facility, or a boarding home and nursing
facility.

"Nonadministrative wages and benefits" means
wages, benefits, and corresponding payroll taxes paid for
nonadministrative personnel, not to include administrator,
assistant administrator, or administrator-in-training.

"Nonallowable costs" means the same as '"unallow-
able costs."

“"Nonrestricted funds'" means funds which are not
restricted to a specific use by the donor, e.g., general operat-
ing funds.

& i ili " _is deter-

“Nursing facility occupancy percentage 1s deter-
mined by multiplying the number of calendar days for the
cost report period by the number of licensed beds for the
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same cost report period. Then, the nursing facility’s actual
resident days for the same cost report period is divided by the
product. In all determinations that require a nursing facility
occupancy percentage, the department will use the greater of
either a nursing facility’s occupancy percentage or eighty-
five percent.

"Per diem (per patient day or per resident day)
costs" means total allowable costs for a fiscal period divided
by total patient or resident days for the same period.

"Prospective daily payment rate" means the rate
assigned by the department to a contractor for providing ser-
vice to medical care recipients prior to the application of set-
tlement principles.

"Recipient" means a Medicaid recipient.

"Related care" includes:

(1) The director of nursing services;

(2) Activities and social services programs;

(3) Medical and medical records specialists; and

(4) Consultation provided by:

(a) Medical directors; and

(b) Pharmacists.

"Relative" includes:

(1) Spouse;

(2) Natural parent, child, or sibling;

(3) Adopted child or adoptive parent;

(4) Stepparent, stepchild, stepbrother, stepsister;

(5) Father-in-law, mother-in-law, son-in-law, daughter-
in-law, brother-in-law, sister-in-law;

(6) Grandparent or grandchild; and

(7) Uncle, aunt, nephew, niece, or cousin.

"Start-up costs" means the one-time preopening costs
incurred from the time preparation begins on a newly con-
structed or purchased building until the first patient is admit-
ted. Start-up costs include:

(1) Administrative and nursing salaries;

(2) Utility costs;

(3) Taxes;

(4) Insurance;

(5) Repairs and maintenance; and

(6) Training costs.

Start-up costs do not include expenditures for capital
assets.

"Total rate allocation" means the initial rebased rate
for a rebase period effective July 1. If a month and a day,
other than July 1, with a year precedes "total rate allocation.”
it means the initial rebased rate of the rebase period has been
amended or updated effective the date that precedes it, e.g.,
October 1, 1999 direct care component rate allocation.

"Unallowable costs" means costs which do not meet
every test of an allowable cost.

"Uniform chart of accounts' means a list of account
titles identified by code numbers established by the depart-
ment for contractors to use in reporting costs.

"Vendor number" means a number assigned to each
contractor delivering care services to medical care recipients.

\ ] bt ,
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report:))
Reviser’s note: The bracketed material preceding the section above
was supplied by the code reviser’s office.

AMENDATORY SECTION (Amending WSR 98-20-023,
filed 9/25/98, effective 10/1/98)

WAC 388-96-202 Scope of audit or depariment
audit. (1) The department ((shal)) will review the contrac-
tor’s recordkeeping and accounting practices and, where
appropriate, make written recommendations for improve-
ments. o

(2) The department’s audit ((she#)) will result in a sched-
ule of summarizing adjustments to the contractor’s cost
report. The schedule ((shalt)) will show whether such adjust-
ments eliminate costs reported or include costs not reported.
Each adjustment listed ((she#)) will include an explanation
for the adjustment, the cost report account, and the dollar
amount. In accordance with chapter 74.46 RCW, the depart-
ment ((shal)) will comply with the purpose of department
audits by verifying that:

(a) Supporting records are in agreement with reported
data;

(b) Only those assets, liabilities, and revenue and
expense items the department has specified as allowable have
been included by the contractor in computing the costs of ser-
vices provided under its contract;

(c) Allowable costs have been accurately determined and
are necessary, ordinary, and related to resident care;

(d) Related organizations and beneficial ownerships or
interests have been correctly disclosed;

(e) Home office or central office costs have been
reported and allocated in accordance with the provisions of
this chapter and chapter 74.46 RCW;

(f) Recipient and non-Medicaid resident trust funds have
been properly maintained and disbursed;

(g) Facility receivables do not include benefits or pay-
ments to which the provider is not entitled; and

(h) The contractor is otherwise in compliance with the
provisions of this chapter and chapter 74.46 RCW.

(3) In complying with the purpose of department audits
in chapter 74.46 RCW, the department may select any or all
schedules of a facility’s cost report. The department ((shal))
will audit cost reports, resident trust fund accounts, and facil-
ity receivables of each nursing facility participating in the
Medicaid payment system as determined necessary by the
department. '

(4) When determining the contractor’s final settlement,
the department ((shal)) will apply to reported costs adjust-
ments -written under subsection (2), whether used for the pur-
pose of establishing component rate allocations as described
in chapter 74.46 RCW or to ascertain contractor compliance
with subsection (2).

AMENDATORY SECTION (Amending WSR 98-20-023,
filed 9/25/98, effective 10/1/98)

WAC 388-96-218 Proposed, preliminary, and final
settlements. ( 1)»_’F7(_)‘rv each component rate, the department
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shall calculate a settlement at the lower of prospective pay-
ment rate or audited allowable costs, except as otherwise pro-
vided in this chapter. )

(2) In the proposed settlement report, a contractor shall
compare the contractor’s payment rates during a report
period, weighted by the number of resident days reported for
the period when each rate was in effect, to the contractor’s
allowable costs for the reporting period. The contractor shall
take into account all authorized shifting, retained savings,
and upper limits to rates on a cost center basis.

(a) Within one hundred twenty days after a proposed set-
tlement report is received, the department shall:

(1) Review the proposed settlement report for accuracy;
and

(i) Either accept or reject the proposal of the contractor.
If accepted, the proposed settlement report shall become the
preliminary settlement report. If rejected, the department
shall issue, by cost center, a preliminary settlement report
fully substantiating disallowed costs, refunds, or underpay-
ments due and adjustments to the proposed preliminary set-
tlement.

(b) A contractor shall have twenty-eight days after
receipt of a preliminary settlement report to contest such
report under WAC 388-96-901 and 388-96-904. Upon expi-
ration of the twenty-eight-day period, the department shall
not review or adjust a preliminary settlement report. Any
administrative review of a preliminary settlement shall be
limited to calculation of the settlement, to the application of
settlement principles and rules, or both, and shall not encom-
pass rate or audit issues.

(3) The department shall issue a final settlement report to
the contractor after the completion of the department audit
process, including exhaustion or termination of any adminis-
trative review and appeal of audit findings or determinations
requested by the contractor, but not including judicial review
as may be available to and commenced by the contractor,

(a) The department shall prepare a final settlement by
cost center and shall fully substantiate disallowed costs,
refunds, underpayments, or adjustments to the cost report and
financial statements, reports, and schedules submitted by the
contractor. The department shall take into account all autho-
rized shifting, savings, and upper limits to rates on a cost cen-
ter basis. For the final settlement report, the department shall
compare:

(1) The payment rate the contractor was paid for the facil-
ity in question during the report period, weighted by the num-
ber of allowable resident days reported for the period each
rate was in effect to the contractor’s;

(i) Audited allowable costs for the reporting period; or

(iii) Reported costs for the nonaudited reporting period.

(b) A contractor shall have twenty-eight days after the
receipt of a final settlement report to contest such report pur-
suant to WAC 388-96-901 and 388-96-904. Upon expiration
of the twenty-eight-day period, the department shall not
review a final settlement report. Any administrative review
of a final settlement shall be limited to calculation of the set-
tlement, the application of settlement principles and rules, or
both, and shall not encompass rate or audit issues.

(c) The department shall reopen a final settlement if it is
necessary to make adjustments based upon findings resulting
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from a department audit performed pursuant to RCW
74.46.100. The department may also reopen a final settle-
ment to recover an industrial insurance dividend or premium
discount under RCW 51.16.035 in proportion to a contrac-
tor'’s Medicaid recipients.

(4) In computing a preliminary or final settlement, a con-
tractor may shift savings and/or overpayment in the support
services cost center to cover a deficit and/or underpayment in
the direct care or therapy cost centers up to the amount of the
savings as provided in RCW 74.46.165(4). The provider’s
payment rate is subject to the provisions of RCW 74.46.421.

(5) If an administrative or judicial remedy sought by the
facility is not granted or is granted only in part after exhaus-
tion or mutual termination of all appeals, the facility shall
refund all amounts due the department within sixty days after
the date of decision or termination plus interest as payment
on judgments from the date the review was requested pursu-
ant to WAC 388-96-901 and WAC 388-96-904 to the date the
repayment is made.

(6) In determining whether a facility has forfeited unused
rate funds in its direct care, therapy care and support services
component rates under authority of RCW 74.46.165(3), the
following rules shall apply:

(a) Federal or state survey officials shall determine when
a facility is not in substantial compliance or is providing sub-
standard care, according to federal and state nursing facility
survey regulations;

(b) Correspondence from state or federal survey officials
notifying a facility of its compliance status shall be used to
determine the beginning and ending dates of any period(s) of
noncompliance; and

(c) Forfeiture shall occur if the facility was out of sub-
stantial compliance more than ninety days during the settle-
ment period. The ninety-day period need not be continuous
if the number of days of noncompliance exceed ninety days
during the settlement period regardless of the length of the
settlement period. Also, forfeiture shall occur if the nursing
facility was determined to have provided substandard quality
of care at any time during the settlement period.

(7)(a) For calendar year 1998, the department will calcu-
Jate two settlements covering the following periods:

(i) January 1, 1998 through September 30, 1998: and

(ii) October 1. 1998 through December 31, 1998.

(b) The department will use Medicaid rates weighted by
total patient days (i.e.. Medicaid and non-Medicaid days) to
divide 1998 costs between the two settlement periods identi-
fied in subsection (7)(a) of this section.

(c) The department will net the two settlements for 1998
to determine a nursing facility's 1998 settlement.

AMENDATORY SECTION (Amending WSR 95-19-037
(Order 3896), filed 9/12/95, effective 10/13/95)

WAC 388-96-384 Liquidation or transfer of resident
personal funds. (1) Upon the death of a resident, the facility
shall promptly convey the resident's personal funds held by
the facility with a final accounting of such funds to the
department or to the individual or probate jurisdiction admin-
istering the resident's estate.
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(a) If the deceased resident was a recipient of long-term
care services paid for in whole or in part by the state of Wash-
ington then the personal funds held by the facility and the
final accounting shall be sent to the state of Washington,
department of social and health services, office of financial
recovery (or successor office).

(b) The personal funds of the deceased resident and final
accounting must be conveyed to the individual or probate
jurisdiction administering the resident’s estate or to the state
of Washington, department of social and health services,
office of financial recovery (or successor office) no later than
the ((forty-fifth)) thirtieth day after the date of the resident's
death.

(i) When the personal funds of the deceased resident are
to be paid to the state of Washington, those funds shall be
paid by the facility with a check, money order, certified check
or cashiers check made payable to the secretary, department
of social and health services, and mailed to the Office of
Financial Recovery, Estate Recovery Unit, P.O. Box 9501,
Olympia, Washington 98507-9501, or such address as may
be directed by the department in the future.

(ii) The check, money order, certified check or cashier’s
check or the statement accompanying the payment shall con-
tain the name and social security number of the deceased
individual from whose personal funds account the monies are
being paid.

(¢) The department of social and health services shall
establish a release procedure for use of funds necessary for
burial expenses.

(2) In situations where the resident leaves the nursing
home without authorization and the resident’s whereabouts is
unknown:

(a) The nursing facility shall make a reasonable attempt
to locate the missing resident. This includes contacting:

(i) Friends,

(ii) Relatives,

(iii) Police,

(iv) The guardian, and

(v) The community services office in the area.

(b) If the resident cannot be located after ninety days, the
nursing facility shall notify the department of revenue of the
existence of "abandoned property,” outlined in chapter 63.29
RCW. The nursing facility shall deliver to the department of
revenue the balance of the resident's personal funds within
twenty days following such notification.

(3) Prior to the sale or other transfer of ownership of the
nursing facility business, the facility operator shall:

(a) Provide each resident or resident representative with
a written accounting of any personal funds held by the facil-
ity;

(b) Provide the new operator with a written accounting
of all resident funds being transferred; and

(¢) Obtain a written receipt for those funds from the new
operator.

AMENDATORY SECTION (Amending WSR 97-17-040,
filed 8/14/97, effective 9/14/97)

WAC 388-96-559 Cost basis of land and depreciation
base. (1) For all partial or whole rate periods after December

Proposed

[—]
Rudd
(]
[—]
[— ™
[—]
(-]
(™




PROPOSED

WSR 99-19-024

31, 1984 unless otherwise provided or limited by this chapter

or by this section, chapter 388-96 WAC or chapter 74.46
" RCW, the total depreciation base of depreciable assets and

the cost basis of land shall be the lowest of:

(a) The contractor’s appraisal, if any;

(b) The department’s appraisal obtained through the
department of general administration of the state of Washing-
ton, if any; or

(c) The historical purchase cost of the contractor, or les-
sor if the assets are leased by the contractor, in acquiring
ownership of the asset in an arm’s-length transaction, and pre-
paring the asset for use, less goodwill, and less accumulated
depreciation, if applicable, incurred during periods the assets
have been used in or as a facility by any and all contractors.
Such accumulated depreciation is to be measured in accor-
dance with subsection (5) of this section and WAC 388-96-
561, 388-96-565, and 388-96-567. Where the straight-line or
sum-of-the-years digits method of depreciation is used the
contractor:

(i) May deduct salvage values from historical costs for
each cloth based item, e.g., mattresses, linen, and draperies;
and

(ii) Shall deduct salvage values from historical costs of at
least: '

(A) Five percent of the historical value for each noncloth
item included in moveable equipment; and

(B) Twenty-five percent of the historical value for each
vehicle.

(2) Unless otherwise provided or limited by this chapter
or by chapter 74.46 RCW, the department shall, in determin-
ing the total depreciation base of a depreciable real or per-
sonal asset owned or leased by the contractor, deduct depre-
ciation relating to all periods subsequent to the more recent
of:

(a) The date such asset was first used in the medical care
program; or

(b) The most recent date such asset was acquired in an
arm’s-length purchase transaction which the department is
required to recognize for Medicaid cost reimbursement pur-
poses.

No depreciation shall be deducted for periods such asset
was not used in the medical care program or was not used to
provide nursing care.

(3) The department may have the fair market value of the
asset at the time of purchase established by appraisal through
the department of general administration of the state of
Washington if:

(a) The department challenges the historical cost of an
asset; or

(b) The contractor cannot or will not provide the histori-
cal cost of a leased asset and the department is unable to
determine such historical cost from its own records or from
any other source.

The contractor may allocate or reallocate values among
land, building, improvements, and equipment in accordance
with the department’s appraisal.

If an appraisal is conducted, the depreciation base of the
asset and cost basis of land will not exceed the fair market
value of the asset. An appraisal conducted by or through the
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department of general administration shall be final unless the
appraisal is shown to bt arbitrary and capricious. -

(4) If the land and depreciable assets of a newly con-
structed nursing facility were never used in or as a nursing
facility before being purchased from the builder, the cost
basis and the depreciation base shall be the lesser of:

(a) Documented actual cost of the builder; or

(b) The approved amount of the certificate of need issued
to the builder.

When the builder is unable or unwilling to document its
costs, the cost basis and the depreciation base shall be the
approved amount of the certificate of need.

(5) For leased assets, the department may examine docu-
mentation in its files or otherwise obtainable from any source
to determine:

(a) The lessor’s purchase acquisition date; or

(b) The lessor’s historical cost at the time of the last
arm’s-length purchase transaction. '

If the department is unable to determine the lessor’s
acquisition date by review of its records or other records, the
department, in determining fair market value as of such date,
may use the construction date of the facility, as found in the
state fire marshal’s records or other records, as the lessor’s
purchase acquisition date of leased assets.

(6) For all rate periods past or future, where depreciable
assets or land are acquired from a related organization, the
contractor’s depreciation base and land cost basis shall not
exceed the base and basis the related organization had or
would have had under a contract with the department.

(7) If a contractor cannot or will not provide the lessor’s
purchase acquisition cost of assets leased by the contractor
and the department is unable to determine historical purchase
cost from another source, the appraised asset value of land,
building, or equipment, determined by or through the depart-
ment of general administration shall be adjusted, if necessary,
by the department using the Marshall and Swift Valuation
Guide to reflect the value at the lessor’s acquisition date. If an
appraisal has been prepared for leased assets and the assets
subsequently sell in the first arm’s-length transaction since
January 1, 1980, under subsection (9) of this section, the
Marshall and Swift Valuation Guide will be used to adjust, if
necessary, the asset value determined by the appraisal to the
sale date. If the assets are located in a city for which the Mar-
shall and Swift Valuation Guide publishes a specific index, or
if the assets are located in a county containing that city, the
city-specific index shall be used to adjust the appraised value
of the asset. If the assets are located in a city or county for
which a specific index is not calculated, the Western District
Index calculated by Marshall and Swift shall be used.

(8) For new or replacement building construction or for
substantial building additions requiring the acquisition of
land and which commenced to operate on or after July 1,
1997, the department shall determine allowable land costs of
the additional land acquired for the new or replacement con-
struction or for substantial building additions to be the lesser
of:

(@) The contractor’s or lessor’s actual cost per square
foot; or




Washington State Register, Issue 99-20

(b) The square foot land value as established by an
appraisal that meets the latest publication of the Uniform
Standards of Professional Appraisal Practice (USPAP) and
the Financial Institutions Reform, Recovery, and Enforce-
ment Act of 1989 (FIRREA). The department shall obtain a
USPAP appraisal that meets FIRREA first from:

(i) An arms*length lender that has accepted the ordered
appraisal; or

(ii) If the department is unable to obtain from the arms’-
length lender a lender-approved appraisal meeting USPAP
and FIRREA standards or if the contractor or lessor is unable
or unwilling to provide or cause to be provided a lender-
approved appraisal meeting USPAP and FIRREA standards,
then:

(A) The department shall order such an appraisal; and

(B) The contractor shall immediately reimburse the
department for the costs incurred in obtaining the USPAP
and FIRREA appraisal.

(9) Except as provided for in subsection (8) of this sec-
tion, for all rates effective on or after January 1, 1985, if
depreciable assets or land are acquired by purchase which
were used in the medical care program on or after January 1,
1980, the depreciation base or cost basis of such assets shall
not exceed the net book value existing at the time of such
acquisition or which would have existed had the assets con-
tinued in use under the previous Medicaid contract with the
department; except that depreciation shall not be accumu-
lated for periods during which such assets were not used in
the medical care program or were not in use in or as a nursing
care facility.

(10)(a) Subsection (9) of this section shall not apply to
the most recent arm’s-length purchase acquisition if it occurs
ten years or more after the previous arm’s-length transfer of
ownership nor shall subsection (9) of this section apply to the
first arm’s-length purchase acquisition of assets occurring on
or after January 1, 1980, for facilities participating in the
Medicaid program before January 1, 1980. The depreciation
base or cost basis for such acquisitions shall not exceed the
lesser of the fair market value as of the date of purchase of the
assets determined by an appraisal conducted by or through
the department of general administration or the owner’s
acquisition cost of each asset, land, building, or equipment.
An appraisal conducted by or through the department of gen-
eral administration shall be final unless the appraisal is
shown to be arbitrary and capricious. Should a contractor
request a revaluation of an asset, the contractor must docu-
ment ten years have passed since the most recent arm’s-length
transfer of ownership. As mandated by Section 2314 of the
Deficit Reduction Act of 1984 (P.L. 98-369) and state statu-
tory amendments, and under RCW 74.46.840, for all partial
or whole rate periods after July 17, 1984, this subsection is
inoperative for any transfer of ownership of any asset, includ-
ing land and all depreciable or nondepreciable assets, occur-
ring on or after July 18, 1984, leaving subsection (9) of this
section to apply without exception to acquisitions occurring
on or after July 18, 1984, except as provided in subsections
(10)(b) and (11) of this section.

(b) For all rates after July 17, 1984, subsection (8)(a)
shall apply, however, to transfers of ownership of assets:
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(i) Occurring before January 1, 1985, if the costs of such
assets have never been reimbursed under Medicaid cost reim-
bursement on an owner-operated basis or as a related party
lease; or

(ii) Under written and enforceable purchase and sale
agreements dated before July 18, 1984, which are docu-
mented and submitted to the department before January 1,
1988.

(c) For purposes of Medicaid cost reimbursement under
this chapter, an otherwise enforceable agreement to purchase
a nursing home dated before July 18, 1984, shall be consid-
ered enforceable even though the agreement contains:

(i) No legal description of the real property involved; or

(i) An inaccurate legal description, notwithstanding the
statute of frauds or any other provision of law.

(11)(a) In the case of land or depreciable assets leased by
the same contractor since January 1, 1980, in an arm’s-length
lease, and purchased by the lessee/contractor, the lessee/
contractor shall have the option to have the:

(i) Provisions of subsection (10) of this section apply to
the purchase; or

(ii) ((Reimbursement)) Component rate allocations for
property and ((return-on-investment-eontinue-to-be)) financ-
ing allowance calculated under the provisions ((eentained
in)) of chapter 74.46 RCW ((74-46-530-(h)(e)-and(H-and
WAL 388-96-754(5))). ((Retmbursement-shall)) Component
rate allocations will be based upon provisions of the lease in
existence on the date of the purchase, but only if the purchase
date meets the criteria of RCW 74.46.360 (6)(c)(ii)(A)
through (D).

(b) The lessee/contractor may select the option in sub-
section (11)(a)(ii) of this section only when the purchase date
meets one of the following criteria. The purchase date is:

(i) After the lessor has declared bankruptcy or has
defaulted in any loan or mortgage held against the leased
property;

(ii) Within one year of the lease expiration or renewal
date contained in the lease;

(ii1) After a rate setting for the facility in which the reim-
bursement rate set, under this chapter and under chapter
74.46 RCW, no longer is equal to or greater than the actual
cost of the lease; or

(iv) Within one year of any purchase option in existence
on January 1, 1988.

(12) For purposes of establishing the property and
((return-en-investment)) financing allowance component
rate((s)) allocations, the value of leased equipment, if
unknown by the contractor, may be estimated by the depart-
ment using previous department of general administration
appraisals as a data base. The estimated value may be
adjusted using the Marshall and Swift Valuation Guide to
reflect the value of the asset at the lessor’s purchase acquisi-
tion date.

AMENDATORY SECTION (Amending WSR 97-17-040,
filed 8/14/97, effective 9/14/97)

WAC 388-96-565 Lives. (1) Except for new bu

ild-
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health-pursuant-to-chapter70-38-RCW)) replacement build
ings, major remodels and major repair projects as defined in

subsection (5) of this section, to compute allowable depreci-

ation, the contractor must use lives reflecting the estimated
actual useful life of the assets (e.g.. land improvements,
buildings, including major remodels and major repair
projects. equipment. leasehold improvements, etc.). How-
ever the lives used must not be shorted than guidelines lives
in the most current edition of Estimated Useful Lives of
Depreciable Hospital Assets published by American Hospital
Publishing, Inc.

(2) To compute allowable depreciation for major remod- -

els and major repair projects as defined in subsection (5) of
this section that began operating:

(a) Before July 1. 1997, the contractor must use the
shortest lives in the most recently published lives for con-
struction classes as defined and described in the Marshall
Valuation Service published by the Marshall Swift Publica-
tion Company: or

(b) After July 1. 1997, the contractor must use the short-
est lives of the guideline lives in the most current edition of
Estimated Useful Lives of Depreciable Hospital Assets pub-
lished by American Hospital Publishing, Inc.

(3) To compute allowable depreciation for new buildings
and replacement buildings as defined in subsection (5) of this

section that:

(a) Began operating before July 1, 1997, the contractor

must use the construction classes as defined and described in

Marshall Valuation Service published by the Marshall Swift
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Publication Company: provided that. thirty years is the short-
est life that may be used;

(b) Began operating on or after July 1, 1997, the contrac-
tor must use the most current edition of Estimated Useful
Lives of Depreciable Hospital Assets published by American
Hospital Publishing, Inc.: provided that. thirty years is short-
est life that may be used: and

(c) Received certificate of need approval or certificate of
need exemptions under chapter 70.38 RCW on or after July 1,
1999, the contractor must use the most current edition of Esti-
mated Useful Lives of Depreciable Assets published by
American Hospital Publishing, Inc.: provided that, forty
years is the shortest life that may be used.

(4) To compute_allowable depreciation, the contractor
must:

(a) Measure lives from the most recent of either the date
on which the assets were first used in the medijcal care pro-
gram or the last date of purchase of the asset through an
arm’s-length acquisition; and

(b) Extend lives to reflect periods, if any. during which
assets were not used in a nursing facility or as a nursing facil-

(5) New buildings, replacement buildings. major remod-
els. and major repair projects are those projects that meet or
exceed the expenditure minimum established by the depart-

ment of health pursuant to chapter 70.38 RCW.
((¢42)) (6) Contractors shall depreciate building improve-

ments other than major remodels and major repairs defined in
subsection ((€33)) (5) of this section over the remaining useful
life of the building, as modified by the improvement, but not
less than fifteen years.

((639)) (1) Improvements to leased property which are
the responsibility of the contractor under the terms of the
lease shall be depreciated over the useful life of the improve-
ment in accordance with American Hospital Association
guidelines.

((¢6))) (8) A contractor may change the estimate of an
asset’s useful life to a longer life for purposes of depreciation,

(9) For new or replacement building construction or for
major renovations receiving certificate of need approval or
exemption under chapter 70.38 RCW on or after July 1, 1999,
the department will depreciate fixed equipment the same
number of vears as the life of the building to which it is
affixed. '

AMENDATORY SECTION (Amending WSR 93-12-051
(Order 3555), filed 5/26/93, effective 6/26/93)

WAC 388-96-572 Handling of gains and losses upon
retirement of depreciable assets—Other periods. (1) This
section shall apply in the place of WAC 388-96-571 effective
January 1, 1981, for purposes of settlement for settlement
periods subsequent to that date, and for purposes of setting
rates for rate periods beginning July 1, 1982, and subse-
quently.

(2) A gain or loss on the retirement of an asset shall be
the difference between the remaining undepreciated base and
any proceeds received for, or to compensate for loss of, the
asset.
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(3) If the retired asset is replaced, the gain or loss shall be
applied against or added to the cost of the replacement asset,
provided that a loss will only be so applied if the contractor
has made a reasonable effort to recover at least the outstand-
ing book value of the asset.

(4) If the retired asset is not replaced, any gain shall be
offset against property expense for the period during which it
is retired and any loss shall be expensed subject to the provi-
sions of WAC 388-96-554((¢7)).

AMENDATORY SECTION (Amending WSR 98-20-023,
filed 9/25/98, effective 10/1/98)

WAC 388-96-585 Unallowable costs. (1) The depart-
ment shall not allow costs if not documented, necessary, ordi-
nary, and related to the provision of care services to autho-
rized patients. Unallowable costs listed in subsection (2) of
this section represent a partial summary of such costs, in
addition to those unallowable under chapter 74.46 RCW and
this chapter.

(2) The department shall include, but not limit, unallow-
able costs to the following:

(a) Costs in excess of limits or violating principles set
forth in this chapter;

(b) Costs resulting from transactions or the application of
accounting methods circumventing principles set forth in this
chapter;

(c) Bad debts. Beginning July 1, 1983, the department
shall allow bad debts of Title XIX recipients only if:

(i) The debt is related to covered services;

(ii) It arises from the recipient’s required contribution
toward the cost of care;

(iii) The provider can establish reasonable collection
efforts were made;

(iv) The debt was actually uncollectible when claimed as
worthless; and

(v) Sound business judgment established there was no
likelihood of recovery at any time in the future.

Reasonable collection efforts shall consist of at least
three documented attempts by the contractor to obtain pay-
ment demonstrating that the effort devoted to collecting the
bad debts of Title XIX recipients is the same devoted by the
contractor to collect the bad debts of non-Title XIX recipi-
ents. The department will account for allowable Title XIX
recipient bad debts through the final settlement process only;

(d) Any portion of trade association dues attributable to
legal and consultant fees and costs in connection with law-
suits or other legal action against the department shall be
unallowable;

(e) Legal and consultant fees in connection with a fair
hearing against the department relating to those issues where:

(i) A final administrative decision is rendered in favor of
the department or where otherwise the determination of the
department stands at the termination of administrative
review; or

(i1) In connection with a fair hearing, a final administra-
tive decision has not been rendered; or

(iii) In connection with a fair hearing, related costs are
not reported as unallowable and identified by fair hearing
docket number in the period they are incurred if no final
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administrative decision has been rendered at the end of the
report period; or

(iv) In connection with a fair hearing, related costs are
not reported as allowable, identified by docket number, and
prorated by the number of issues decided favorably to a con-
tractor in the period a final administrative decision is ren-
dered;

(f) All interest costs not specifically allowed in this chap-
ter or chapter 74.46 RCW; and

(2) Increased costs resulting from a series of transactions
between the same parties and involving the same assets, e.g.,
sale and lease back, successive sales or leases of a single
facility or piece of equipment.

AMENDATORY SECTION (Amending WSR 98-20-023,
filed 9/25/98, effective 10/1/98)

WAC 388-96-708 Reinstatement of beds previously
removed from service under chapter 70.38 RCW—Effect
on prospective payment rate. (1) After removing beds from
service (banked) under the provisions of chapter 70.38 RCW
the contractor may bring back into service beds that were pre-
viously banked.

(2) When the contractor returns to service beds banked
under the provisions of chapter 70.38 RCW, the department
will recalculate the contractor’s prospective payment rate
allocations based on the facility’s anticipated resident occu-
pancy level following the increase in licensed bed capacity.

(3) The effective date of the recalculated prospective rate
for beds returned to service:

(a) (Between-the-firstand-the-fifteenth)) Before the six-
teenth of a month, shall be the first of the month in which the
banked beds returned to service; or

(b) (Between-the-sixteenth-and-the-end)) After the fif-
teenth of a month, shall be the first of the month following the
month in which the banked beds returned to service.

(4) The recalculated prospective payment rate shall com-
ply with all the provisions of rate setting contained in chapter
74.46 RCW or in this chapter, including all lids and maxi-
mums unless otherwise specified in this section.

(5) The recalculated prospective Medicaid payment rate
shall be subject to adjustment if required by RCW 74.46.421.

(6) After the department recalculates the contractor’s
prospective Medicaid component rate allocations using the
increased number of licensed beds and until the number of
licensed beds changes, the department will use the contrac-
tor’s post unbanking number of licensed beds in all rate set-

ting.

AMENDATORY SECTION (Amending WSR 98-20-023,
filed 9/25/98, effective 10/1/98)

WAC 388-96-709 Prospective rate revisions—
Reduction in licensed beds. (1) The department will revise a
contractor’s prospective Medicaid payment rate when the
contractor reduces the number of its licensed beds and:

(a) ((Netifies-the-departmentin-writing thirty-daysbefore
the-licensed-bed-reduetion;-and
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€b)y-Supplies)) Provides a copy of the new bed license
and documentation of the number of beds sold, exchanged or
otherwise placed out of service, along with the name of the
contractor that received the beds, if any; and

((€e))) (b) Requests a rate revision. '

(2) The revised prospective Medicaid payment rate
((shalh)) will comply with all the provisions of rate setting
contained in chapter 74.46 RCW and in this chapter, includ-
ing all lids and maximums, unless otherwise specified in this
section.

(3) The revised prospective Medicaid payment rate
((sheH)) will be effective the first of a month determined as
follows:

(a) When the contractor complies with subsection (1)(a)
and (b) ((and-e})) of this section and the effective date of the
licensed bed reduction falls:

(i) Between the first and the fifteenth of the month, then
the revised prospective Medicaid payment rate is effective
the first of the month in which the licensed bed reduction
occurs; or ‘

(ii) Between the sixteenth and the end of the month, then
the revised prospective Medicaid payment rate is effective
the first of the month following the month in which the
licensed bed reduction occurs.

_(b) The department ((shelt)) will revise a nursing facil-
ity’s prospective Medicaid payment rate to reflect a reduction
in licensed beds as follows:

(i) The department ((shal)) will use the reduced total
number of licensed beds to determine the nursing facility’s
anticipated resident occupancy percentage used to calculate
the direct care, therapy care, support services ((and)), opera-
tions ((rate)) and variable return component rate allocations.
If the actual nursing facility occupancy percentage from the
rate base cost report is:

(A) At or ((ever)) above eighty-five percent before the
reduction and ((remeains)) the anticipated resident occupancy
percentage is at or above eighty-five percent, ((there-will-be
ne-change-te)) the department will recompute the component
rate allocations using anticipated resident days;

(B) Less than eighty-five percent before the reduction
and ((ehanges—to)) the anticipated resident occupancy per-
centage is at or above eighty-five percent, ((ther)) the depart-
ment will recompute the component((s)) rate allocations
using ((actaal-rate-based)) anticipated resident days resident
days; or

(C) Less than eighty-five percent before the reduction
and ((remains)) the anticipated residency occupancy percent-
age is below eighty-five percent, ((then)) the department will
recompute the component((s)) rate allocations using ((the
ehange-in)) anticipated resident days ((frem-therate-base-cost

used-to-ealeulate-the-eighty-five-pereent)).

(ii) To determine occupancy used to calculate the prop-
erty and ((returp-en-trvestment(ROD)) financing allowance
rate component allocations, the department ((shel)) will use
the facility’s anticipated resident occupancy level subsequent
to the decrease in licensed bed capacity as long as the occu-
pancy for the reduced number of beds is at or above eighty-
five percent and in no case shall the department use less than
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eighty-five percent occupancy of the facility’s reduced
licensed bed capacity.

(4) After the department recalculates the contractor’s

prospective Medicaid component rate allocations using the

decreased number of licensed beds and until the number of
licensed beds changes, the department will use the contrac-

tor’s post banking number of licensed beds in all rate setting.

AMENDATORY SECTION (Amending WSR 98-20-023,
filed 9/25/98, effective 10/1/98)

WAC 388-96-710 Prospective payment rate for new
contractors. (1) The department shall establish an initial pro-
spective Medicaid payment rate for a new contractor as
defined under WAC 388-96-026 within sixty days following
the new contractor’s application and approval for a license to
operate the facility under chapter 18.51 RCW. The rate shall
take effect as of the effective date of the contract, except as
provided in this section, and shall comply with all the provi-
sions of rate setting contained in chapter 74.46 RCW and in
this chapter, including all lids and maximums set forth.

(2) Except for quarterly updates per RCW 74.46.501
(7)(c), the rate established for a new contractor as defined in
WAC 388-96-026 (1)(a) or (b) shall remain in effect for the
nursing facility until the rate can be reset effective July 1
using the first cost report for that facility under the new con-
tractor’s operation containing at least six months’ data from
the prior calendar year, regardless of whether reported costs
for facilities operated by other contractors for the prior calen-
dar year in question will be used to cost rebase their July 1
rates. The new contractor’s rate thereafter shall be cost
rebased only as provided in this chapter and chapter 74.46
RCW.

(3) To set the initial prospective Medicaid payment rate
for a new contractor as defined in WAC 388-96-026 (1)(a)
and (b), the department shall: )

(a) Determine whether the new contractor nursing facil-
ity belongs to the metropolitan statistical area (MSA) peer
group or the non-MSA peer group using the latest informa-
tion received from the office of management and budget or
the appropriate federal agency;

(b) Select all nursing facilities from the department’s
records of all the current Medicaid nursing facilities in the
new contractor’s peer group with the same bed capacity plus
or minus ten beds. If the selection does not result in at least
seven facilities, then the department will increase the bed
capacity by plus or minus five bed increments until a sample
of at least seven nursing facilities is obtained;

(c) Based on the information for the nursing facilities
selected under subsection (3)(b) of this section and available
to the department on the day the new contractor began partic-
ipating in the Medicaid payment rate system at the facility,
rank from the highest to the lowest the component rate allo-
cation in direct care, therapy care, support services, and oper-
ations cost centers and based on this ranking:

() Determine the middle of the ranking and then identify
the rate immediately above the median for each cost center
identified in subsection (3)(c) of this section. The rate imme-
diately above the median will be known as the "selected rate"
for each cost center;
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(i) Set the new contractor’s nursing facility component
rate allocation for therapy care, support services, and opera-
tions at the "selected rate";

(iii) Set the direct care rate using data from the direct
care "selected” rate facility identified in (c) of this subsection
as follows:

(A) The cost per case mix unit shall be the rate base
allowable case mixed direct care cost per patient day for the
direct care "selected” rate facility, whether or not that facility
is held harmless under WAC 388-96-728 and 388-96-729,
divided by the facility average case mix index per WAC 388-
96-741;

(B) The cost per case mix unit determined under
(c)(iii)(A) of this subsection shall be multiplied by the Med-
icaid average case mix index per WAC 388-96-740. The
product shall be the new contractors direct care rate under
case mix; and

(C) The department shall not apply RCW 74.46.506
(5)(k) to any direct care rate established under subsection
(5)(e) or (f) of this section. A new contractor whose direct
care rate was established under subsection (5)(e) or (f} of this
section is not eligible to be paid by a "hold harmless" rate as
determined under RCW 74.46.506 (5)(k);

(iv) Set the property rate in accordance with the provi-
sions of this chapter and chapter 74.46 RCW; and

(v) Set the ((retusn-on-investment)) financing allowance
and variable return component rate allocations in accordance
with the provisions of this chapter and chapter 74.46 RCW.
In computing the ((finaneing-aHowanee)) variable return
component rate allocation, the department shall use for direct
care, therapy care, support services and operations ((eesteen-
ters-the-rates)) rate allocations set pursuant to subsection
(3)(c)(i), (ii) and (iii) of this section.

(d) Any subsequent revisions to the rate component allo-
cations of the sample members will not impact a "selected
rate” component allocation of the initial prospective rate
established for the new contractor under this subsection.

(4) For the WAC 388-96-026 (1)(a) or (b) new contrac-
tor, the department shall establish rate component allocations
for:

(a) Direct care, therapy care, support services and opera-
tions ((eest-eenters)) based on the "selected rates” as deter-
mined under subsection (3)(c) of this section that are in effect
on the date the new contractor began participating in the pro-
gram; ((and))

(b) Property in accordance with the provisions of this
chapter and chapter 74.46 RCW using for the new contractor
as defined under:

(i) WAC 388-96-026 (1)(a), information from the certif-
icate of need; or

(ii) WAC 388-96-026 (1)(b), information provided by
the new contractor within ten days of the date the department
requests the information in writing. If the contractor as
defined under WAC 388-96-026 (1)(b), has not provided the
requested information within ten days of the date requested,
then the property rate will be zero. The property rate will
remain zero until the information is received((x)):

(c) ((Return—on—investment—rate)) Variable return in
accordance with the provisions of this chapter and chapter
74.46 RCW using the "selected rates” established under sub-
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section (3)(c) of this section that are in effect on the date the
new contractor began participating in the program((;-te-eer-
. . e . )).and

(d) Financing allowance using for the new contractor as
defined under:

(i) WAC 388-96-026 (1)(a), information from the certif-
icate of need; or

(i) WAC 388-96-026 (1)(b), information provided by
the new contractor within ten days of the date the department
requests the information in writing. If the contractor as
defined under WAC 388-96-026 (1)(b), has not provided the
requested information within ten days of the date requested,
then the net book value of allowable assets will be zero. The
financing allowance rate component allocation will remain
zero until the information is received.

(5) The initial prospective payment rate for a new con-
tractor as defined under WAC 388-96-026 (1)(a) or (b) shall
be established under subsections (3) and (4) of this section. If
the WAC 388-96-026 (1)(a) or (b) contractor’s initial rate:

(a) Was set before January 1, 1997, and the contractor
does not have six months or greater of cost report data for
1996, the October 1, 1998, rate will be set using the contrac-
tor’s 1997 cost report. Its July 1, 1999, and July 1, 2000, rates
will not be cost rebased;

(b) Was set between January 1, 1997, and June 30, 1997,
the October 1, 1998, rate will be set using the contractor’s
1997 cost report. Its July 1, 1999, and July 1, 2000, rates will
not be cost rebased;

(c) Was set between July 1, 1997, and June 30, 1998, the
October 1, 1998, rate will be the revised initial sample based
rate using October 1, 1998, rate data for direct care, therapy
care, support services, and operations, and following the
steps identified in subsection (3)(c)(i) and (ii) of this section.
There will be no change to the facilities identified in the ini-
tial rate under subsection (3)(b) of this section. There will be
no change to the property rate. The financing allowance will
be revised. The contractor’s July 1, 1999, rate will be rebased
using 1998 cost report data. Its July 1, 2000, rate will not be
cost rebased;

(d) Was set between July 1, 1998, and September 30,
1998, the October 1, 1998, rate will be the revised initial sam-
ple based rate using October 1, 1998, rate data for direct care,
therapy care, support services, and operations, and following
the steps identified in subsection (3)(c)(i) and (ii) of this sec-
tion. There will be no change to the facilities identified in the
initial rate under subsection (3)(b) of this section. There will
be no change to the property rate. The financing allowance
will be revised. The July 1, 1999, rate 